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The Foreign Exchange Regulations in Sweden 


are a rather intricate topic, especially difficult for foreigners 


y 
as the various regulations are available only in the Swedish 
f 
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language and, besides, are mostly of a confidential nature. 


In Order to give our friends abroad an idea of these rules, 
the meaning and purpose of which it may sometimes be of 
importance for them to know, we have considered it essential 


to prepare a Survey in the English language entitled 


»Foreign Exchange Regulations in Sweden» 


which is a summary of the principal rules to be observed. 


In order to make it possible for fhe holders of this Survey 


to keep it up to date we will issue supplements as and 
when requirec 

lf desired, we shall be pleased to put your name on our 
mailing list for receipt of our Survey and future Supplements, 
free of charge. We attach a slip for this purpose, which 
kindly return to us, duly filled in. 
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Peep ROBEEM OF THE DOLLAR SHORTAGE” 


BY DR PER JACOBSSON 


Those who during the war had the respon- 
sibility of estimating the needs of the post-war 
situation and considering what steps should be 
taken to meet those needs soon realised that, to 
cope with the problems left by devastation and 
disorganisation, Europe, in particular, would re- 
quire much outside aid both in the form of relief 
and in the form of loans and credits. By and 
large, reality has come up to expectations: very 
substantial amounts have been provided through 
the UNRRA contributions, subsidies of various 
kinds, subscriptions to the Bretton Woods in- 
stitutions, credits and loans. The United States, 
which has been the principal provider out of its 
rich resources, furnished an amount of $17'/2 
milliard between the middle of 1945 and the end 


of 1947; other countries — and among them 
Canada, the United Kingdom, Sweden and 
Switzerland — have provided between them a 


further amount equivalent to more than $5 mil- 
liard. It had been hoped that these measures 
would suffice; but in the winter of 1946—47 it 
gradually became clear that without further aid 
the majority of the European countries would be 
in dire straits, with dangerous social and political 
consequences. Then came the increased imports 
of food to make good the deficiencies resulting 
from the exceptionally poor harvest of 1947, 
which forced the European countries to make 
further inroads into their already slender mone- 
tary reserves. Anybody who has moved around 
in Europe during the three years since hostilities 
ceased must be aware of the often impressive im- 
provement which has occurred in the means of 
transport and in the volume of industrial pro- 
duction — which shows that the aid received has 
not been wasted. But he will also know that the 
situation is not yet saved — in fact, the assist- 
ance provided through the European Recovery 
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Program must be said to have come in the nick 
of time: sudden cessation of outside aid would 
have meant for most European countries acute 
shortage of food and raw materials, with the re- 
appearance of unemployment and financial dis- 
orders, probably leading to social and _ political 
troubles. 

After the first world war also, the need of 
funds for relief and reconstruction in Europe made 
itself felt in no uncertain fashion, and in the five 
years from 1919—23 the United States provided, 
in the form of direct aid, loans and credits, a 
total of about $5 milliard. Those were years of 
painful adjustment during which the foundation 
was laid for the prosperity period af the second 
half of the ’twenties. A number of European coun- 
tries continued to borrow in New York, the net 
amount transferred on capital account being at 
the average rate of $750 million per annum in 
1924—30. As is now generally admitted, many 
mistakes were made at the time as regards the 
settlement of reparations and war debts and in 
the foreign lending, the world having soon to 
pay for those mistakes. But in the period in ques- 
tion there was no “dollar scarcity”, as may per- 
haps best be seen from the fact that the flow 
of gold ceased altogether to be in the direction 
of the western hemisphere. Since it seems to be 
commonly believed that all through the interwar 
period the United States imposed a drain on the 
gold holdings of the rest of the world, it is im- 
portant to stress the fact that in the ten years 
from 1924 to 1034 practically no gold from 
abroad went to augment, on balance, the mone- 
tary gold stock of the United States, At the end 
of 1923 that stock (at the current price of $20.67 
per ounce of fine gold) amounted to $3,957 mil- 
lion, and at the end of 1933 to $4,036 million. 
These were the years in which much was heard 
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about a “‘scarcity of gold”. Whatever significance 
might be given to this term, one thing is certain: 
the “scarcity” was not aggravated by any ab- 
normal flow of gold to the United States — a 
country which in those years did not absorb its 
share of the newly produced gold, such gold going 
almost entirely to replenish the reserves of Euro- 
pean central banks (and especially those of the 
Bank of France). 

In the years following 1933, however, the flow 
of gold did take the direction of the United 
States, which (at the new price of $35 an ounce) 
increased its monetary gold stock from $6,833 
million at the end of 1933 to $14,512 million at 
the end of 1938, making an addition of $7,679 
million. But only about $ 800 million of this gold 
was received as payment for an American sur- 
plus of goods and services furnished on the cur- 
rent account of the balance of payments; the rest 
came as a means of transfer, partly for capital 
repayments and partly for capital in flight from 
the disturbed economic and political conditions in 
Europes Of the, five years 1934 to 1938, the 
balance-of-payments statistics show that the 
U.S. A. had a deficit of, together, $400 million 
in three of these years and a surplus av $1,200 
million in the other two together. There seems to 
be nothing in the figures for the exchange of 
goods and services during the inter-war period 
which warrants a statement that, because of the 
strong position of the United States as an efficient 
producer of so many things that the world wants, 
there must necessarily be some difficulty in 
bringing the current account of the balance of 
payments into equilibrium by the ordinary tech- 
nique of the free market. But a more difficult 
question arises with regard to possible capital 
movements on a large scale. There may have to 
be, for some time, a check on such movements 
(as is admitted in the statutes of the International 
Monetary Fund). By far the best method of re- 
taining capital in Europe is, of course, to estab- 
lish here on this continent such conditions of 
safety for investments — including monetary and 
political stability — that there is no inducement 
to flight or to excessive investments elsewhere. 

In 1937 business was in full swing in the United 


States; the need for raw materials increased, 1m- 
ports rising from $2,400 million in 1936 to $3,350 
million in 1937, but the following year, when the 
depression suddenly set in again, imports fell to 
$3,100 million. The conclusion was drawn at the 
time that a high level of business activity is the 
best guarantee for sufficient opportunities of sell- 
ing goods to the United States. Now the business 
activity of the United States is higher than it has 
ever been but in 1947 total imports into the United 
States were in volume still four per cent. less 
than they had been in 1937 (although in value as 
high as $7,000 million because of the rise in 
prices). The principal reason why in recent years 
the outside world has not sold more to the 
United States has, of course, been that it has 
not had, as a rule, enough goods available for 
sale abroad. In some countries the low level of 
production has clearly been to blame, but now 
that the production in most western European 
countries is back to or even higher than what 
it was in 1938, the cause for the deficits in the 
balance of payments has become a more comp- 
plicated matter. 

Through the second world war, the balances 
of payments of western European countries in 
relation to the dollar area were upset in a number 
of ways: 


(1) Foreign investments were largely used up to 
meet the cost of the war and new liabilities 
were incurred. Great Britain alone would 
seem to have suffered through sales of 
foreign investments an annual loss of £100 
million in foreign income at pre-war pur- 
chasing power, probably corresponding to 
$1,000 million in present purchasing power. 


(11) Pre-war trade routes were blocked. Euro- 
pean countries used, for instance, to ac- 
quire dollars by an export surplus in rela- 
tion to the Malay States and the Dutch East 
Indies, i. e. through trade with territories 
which in their turn had an export surplus 
in relation to the United States, this being 
used to pay for the import surplus from 
Europe. Such triangular trade has only par- 
tially been restored. 


a 
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(111) European countries were faced with a heavy 
task of reconstruction; they had to repair 
damage, renew equipment and replenish 
stocks; in doing so, they generally devoted 

. to investment purposes more than was war- 
ranted by their current savings, having to 
rely on resources obtained from abroad to 
make good their own shortage of real ca- 
pital. 


(iv) Finally, the disorganisation following the 
war has made itself felt in several ways: 
insufficient intra-European trade (partic- 
ularly in relation to Germany) ; inflationary 
developments in a number of countries; 
sometimes the persistence of wrong rates of 
exchange; all these factors have contributed 
in one way or another to an intensification 
of the dollar shortage. 


It must not be forgotten that these various 
aspects of the problem are all connected with one 
another but may, even so, conveniently be examin- 
ed one by one. 

As regards the loss of foreign investment in- 
come, there is not much the European countries 
can do, since what has been lost is lost. But 
Europe has to remember that the loss of a sub- 
stantial part of its income from capital invested 
abroad must be followed by a reduction in the 
standard of living except if the nations concerned 
decide to work harder and more efficiently. Some 
relief can also be obtained through fair and reason- 
able settlements of the debts incurred during and 
after the war (in contrast to what happened after 
the first world war, when many paper agreements 
soon proved not only unrealistic but directly harm- 
ful to world economic developments, including 
those of the creditor countries). In fairness, it has, 
moreover, to be remembered that, for instance, 
the British sterling liabilities were incurred for 
the defence of not Great Britain only but also of 
civilisation generally during some critical years 
and, not least for the immediate defence of the 
territories of two or three of Britain’s greatest 
creditors. For the Marshall Plan to have any 
chance of success in such a way as to leave the 
European countries able to stand on their own 
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feet the debt burden must be adjusted to what 
these countries can really be expected to pay over 
a number of years. 

The advantages of triangular trade as a means 
for European countries of obtaining dollars have 
been of a double nature: firstly, such trade has 
been directly profitable to the different partners, 
being carried on as it was without the need of 
any particular aid; secondly, it helped the Eu- 
ropean countries to get round, so to say, the 
American tariff since most raw materials — and 
that was essentially the exports of the Malay Sta- 
tes, the Dutch East Indies etc. — could be brought 
into the United States without payment of duties, 
or, in any case, without the payment of heavy 
duties. In so far as it would become impossible 
to resume triangular trade via, for instance, South 
Eastern Asia, the exports from the European 
countries would have to an increasing extent to 
climb over the American tariff in order to earn 
sufficient dollars; but that would make the 
American tariff a much more serious obstacle 
with greater repercussion, it may be feared, on the 
standard of living in Europe. Obviously the goods 
which have to be sold to the United States must 
be cheaper in price than the corresponding Ame- 
rican goods, since otherwise they could not get 
over the tariff. But “cheapness” may have to be 
bought by lower labour costs i. e. the maintenance 
of substantially lower wages in Europe, it being 
hard to beat the American producer in technique. 
It is true that, through the reciprocal trade ag- 
reements and in other ways, the American tariff 
has been considerably lowered to a level even be- 
low that of Wilsons tariff applicable in the years 
I914—21 (which isa most commendable achieve- 
ment); but the fact remains that for some tex- 
tile and other goods, which European countries 
will very likely have to export to the United 
States, the duties often come to more than 30 per 
cent. ad valorem. 

The continuation of tariff reduction must 
therefore still be regarded as an essential con- 
dition for reaching a succesful solution of the 
problem of the dollar shortage. But at the same 
time every effort must be made to revive triang- 
ular trade. Mr. Eugene Black, United States exe- 
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cutive Director of the International Bank for Re- 
construction and Development in Washington, 
who visited Java and Sumatra in the early sum- 
mer of 1948, said he was “much impressed” by 
the progress in reconstruction which the Dutch 
had made but added that “it would be very diffi- 
cult to attract any capital in the Indies until the 
definite re-establishment of law and order”. Thus, 
in this part of the world also, political and eco- 
nomic questions are closely linked together. 

In dealing with questions of savings and in- 
vestment it must be remembered that investment 
is itself a kind of spending (as are, for instance, 
the payments to workers and others, when a house 
is built) ; thus the more that is spent by a country, 
for consumption and investment together, the less 
will be left over for export. When people save, 
they limit their expenditure for consumption, and 
then more can be devoted to investment ; if people 
refuse to save and still go on spending on invest- 
ment, the swollen amount of domestic demand 
will attract goods from abroad and, as just pointed 
out, leave less for exports with the result that 
there will be a deficit in the balance of payments. 
For a number of reasons, one being that the Eu- 
ropean countries cannot afford to give any sub- 
stantial credits to each other, the deficits in the 
balance of payments appear most strongly in re- 
lation to the United States, i. e. in the form of a 
dollar shortage. 

When countries have a budget deficit which 
leads to inflation, this is usually a sure sign of 
more being spent than the available resources 
warrant. In the process of overcoming the dollar 
shortage, the first step is obviously to balance the 
budget without any resort to’ the central bank. 
But an overdose of spending can also be caused 
by too high a volume of investment facilitated, 
maybe, by too liberal av credit policy. In Swe- 
den, open market purchases by the Riksbank, 
designed to secure a 3 per cent. interest level for 
government bonds, furnished a redundant supply 
of funds going into investment. As a result, the 
volume of investment in Sweden was in 1947 
equal to 30 per cent. of the national income; such 
a volume could only be sustained by large imports 
from abroad with less being left over for ex- 
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ports; no wonder then, that, in volume, Sweden’s 
imports in 1947 were 30 per cent. above the pre- 
war level while Sweden’s exports reached only 80 
per cent. of pre-war. To pay for the resulting 
deficit in the balance of payments, the Riks- 
bank’s reserves in gold and foreign exchange 
were almost all used up. 

In Great Britain the volume of investment in 
1947 corresponded to about 24 per cent. of the 
national income of which nearly one third had to 
be covered by foreign resources obtained in the 
form of a deficit in the balance of payments. In 
Belgium, on the other hand, the volume of invest- 
ment in 1947 was only about 17 per cent. of the 
national income and this could practically all be 
covered by domestic savings without any sub- 
stantial deficit arising in the balance of payments. 
It is true that Belgium has retarded more than 
most other countries the repair of its war damage 
(not in itself very great it should be added) 
and also curtailed by higher interest rates (govern- 
ment bonds yielding 4°/2 per cent.) the volume of 
private investment; but the gain has been the 
restoration of a relatively well balanced economy 
with less currency difficulties than in any other 
European country except Switzerland and Por- 
tugal. 

These examples show that the establishment of 
an equilibrium between savings and investment is 
essential for the elimination of the dollar shortage. 
Could domestic savings be increased in the dif- 
ferent European countries, the problem would be 
nearer solution; and efforts must be made to ob- 
tain such an increase, since European countries 
can neither want to reduce to very little their 
own volume of investment, nor expect the United 
States to finance for long any large part of their 
investment activity. 

Americans in official position insist, rightly, 
that Marshall aid should not be used as a rule 
for current spending but be earmarked essentially 
for investment purposes. It may be hoped that 
a part of the aid may be set aside for the 
strengthening of monetary reserves, this being 
for some countries one of the most useful kinds 
of investment. To employ part of the aid in 
such a way would help to overcome the monetary 
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disorder and sometimes an exaggerated distrust 
in several European currencies; it should also 
help to prepare the day when the foreign aid 
can be safely discontinued. In its general pur- 
pose, the Marshall aid may be said to provide the 
time required to overcome the desorganisation 
caused by the war. 

There is much that could be said regarding the 
dislocation which still remains. Here only a few 
words will be devoted to the question of the rates 
of exchange. The example of France would seem 
to show conclusively that devaluation is no cure 
for a country’s difficulties, if it is not accom- 
panied by proper internal measures to arrest 
inflation. It may, indeed, be one of the dangers 
connected with devaluation that it apparently 
provides an easy way out and thus diverts atten- 
tion from the really difficult problems which have 
to be solved (and in particular the balancing of the 
budget and the adoption of a suitable credit po- 
licy). It is, of course, important for each country, 
that its prices and costs of production should not 
be too high in relation to the price and cost levels 
of other countries; when the disparity is con- 
siderable, the sooner the exchange adjustment is 
made the better. But countries in Europe, whose 
currencies are not greatly out of balance, are 
unlikely to make any alteration in their exchange 
rates, before costs and prices in the United States 
have ceased to rise, as steeply as they have done 
hitherto each year since the summer of 1945. 

Perhaps it needs also to be said that the rather 
limited black markets for notes (often smuggled 
out by tourists) give little guidance as to the true 
value of the different currencies. But it cannot 
be helped that a marked difference between black 
market and official rates introduces an clement 
of uncertainty and the quotation in those markets 
should therefore not be wholly neglected. The 
authorities would be wise to remember, that re- 
establishment of confidence in their currencies 
is part of the work to be done; and the black 
markets often reflect the degree of confidence 
(or rather lack of confidence) felt in particular 
currencies. 

Experience of the past shows that sometimes 
a devalutation is needed in order to restore equili- 


brium in a country’s balance of payments but that 
is not always the case: 


(1) When a country — as often happened in the 
past — went too far in extending internal 
or external credits, embarking upon a 
volume of investment out of keeping with 
its resources, the best means for redressing 
the situation was usually found to be an 
increase in interest rates, since such an in- 
crease would at the same time check undue 
expansion at home and attract funds from 
abroad. 


(ii) Another kind of disequilibrium became 
prevalent after 1929, when commodity prices 
were falling precipitously on the world 
markets with the result that, in almost every 
country, costs, being less flexible, soon be- 
came too high. Equilibrium was then restor- 
ed by devaluation, which helped to re- 
establish balance not only in relation to 
other countries but also in the domestic cost 
and price structure, as emphasized so ably 
by Sir Henry Strakosch in a memorandum 
published as an annex to the (London) Eco- 
nomist in 1932. 


(iii) A third and more serious type of disequi- 
librium arises, however, when a more funda- 
mental change occurs in the earning position 
of a particular country (or a group of 
countries) as happens, for instance, when 
foreign investments are lost or income from 
abroad has been otherwise sharply reduced. 
Here no general cure can be prescribed; in 
the case of France the loss of investment 
income, although it has an adverse effect 
on the standard of living, would not seem 
necessarily to entail any structural change 
in the different branches of French pro- 
duction; the consequences for other coun- 
tries may be different (as would indeed 
seem to be the case with regard to the 
need of an increased agricultural produc- 
tion in Great Britain). 


It has become fashionable to draw up two or 
three of four year plans which often contain little 
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more than a listing of the “targets” which the 
governments should like to see reached within a 
certain number of years. But it would be more 
useful from a practical point of view to draw 
up “programmes” of measures to be taken within 
(say) the next six or twelve months. Such 
measures must deal with the different questions 
referred to above and in particular with what 
steps should be taken to restore the earning posi- 
tion of Europe as an industrial and commercial 
center under conditions of relatively free trade 
and more freely usuable currencies. Given a peace- 


ful development of world events, the chances are 
that the efforts would prove sucessful within the 
span of years allowed for the continuance of 
Marshall aid and that they thus would do away 
with the “dollar shortage’. But the future is 
never certain, and it is one of the advantages of 
having organisations for economic cooperation 
set up both in Washington and in Paris under 
the European Recovery Program that modifica- 
tions in policy and in measures may be made ac- 
cording to the results achieved at any particular 
moment. 
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TONNAGE AND TRANSPORTS AFTER THE WAR 


BY PROFESSOR IVAR HOGBOM 


During 1948 freights have fallen by some 
20 %. The course of the decline may most easily 
be followed in the index published by “Norwegian 
Shipping News”, given here as fig. I. 


1947 


Fig. 1. Norwegian Shipping News's freight index (second 
half of 1947 = 100). The fall in freights in the first half of 
1947 has here been indicated by a dotted line. 


A fall in the freight index, even of this order 
of magnitude, does not necessarily indicate an 
approaching depression. As long as freights are 
comparatively high, as they still were during the 
latter part of 1947, the market is always sensitive 
to temporary variations in demand for cargo 
space. Moreover, there has been a stiffening of 
freights in most trades since October (the last 
month for which an index is available at the 
time of writing). 

However, the general lowering of the freight 
levels and various other signs of a weakening 
market assume a more serious aspect if viewed 
against the background of the trends of tonnage 
available and of transports required during the 
present period of adjustment of trade to postwar 
conditions. 


There are some characteristic features in shipp- 
ing economics that may be touched upon here. 
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In the first place shipping is a highly interna- 
tional enterprise. Its field is the No Man’s Land 
of the seas; its function the exchange of goods 
between different regions, countries and conti- 
nents, International competition and the very 
mobility of ships cause changes in employment 
and prices to spread more rapidly than in most 
other branches of economic activity. Changes in 
shipping prosperity do not always coincide with 
changes in the general economic situation. The 
difference in the price mechanism in times of 
boom and depression is sharper on the freight 
market than on the commodity market. In times 
of depression the supply of freight space is very 
elastic as ships can be laid up or commissioned 
according to whether the freights fall below or 
exceed the level of the running costs of the ships ; 
the freight curve becomes flatbottomed, and the 
intensity of the depression is reflected in the 
amount of laid-up tonnage. On the other hand, in 
times of full employment of all available tonnage, 
freight space is put up to auction and freights 
rise until they become prohibitive for certain 
transports, and some shippers abstain from send- 
ing their goods. The supply of freight space in 
this case is extremely inelastic as there is only 
a very narrow margin for increasing the speed 
of the ships or expediting loading and unloading 
in congested ports. As, furthermore, substitute 
possibilities (rail, air) are only available for cer- 
tain transports, the freights will rise sharply and 
often fluctuate within wide limits if they are not 
pegged by regulations or conventions. 

It is true that there are many kinds of shipping 
and that trade conditions may take on a different 
aspect for different kinds on one and the same 


occasion. Owners are not all of them in the same 


boat. Between most branches of shipping, how- 
ever, there exists a sufficient quantity of »float- 
ing» tonnage that can be diverted to the trades 
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or taken up by the lines that have a good supply 
of cargoes. The most important exceptions are 
petroleum and passenger traffic, which always 
require specialised tonnage. When discussing the 
trends of general shipping economics it would be 
desirable to exclude all figures relating to tank 
and passenger shipping. Unfortunately, this can- 
not always be done as in current production and 
trade statistics petroleum is included among other 
goods, and the figures for tonnage arriving and 
departing as a rule relate to all kinds of ships. 


With some simplification it can be said that 
the general situation on the freight market is 
determined by the proportion between world 
tonnage and the sea transports required for world 
trade, and that the freight movements that occur 
are due to a time-lag in the adaptation of tonnage 
to changes in the volume of trade. 

The long term increase of world production in 
the decades of peaceful progress that preceded the 
first world war is usually given as 3 % per 
annum. At the same time — and that was one of 
the conditions for the increase in production — 
an ever greater proportion of the goods produced 
went into inter-regional trade: transport developed 
at a greater rate than production, The tonnage of 
the world merchant fleet on an average grew by 
4 % per annum, this, in view of the progressive 
technical improvement of ships and ports, meant 
an increase of 5 or 6 % in transport capacity. 

The increase in tonnage was mainly due to 
shipbuilding activity evoked by boom conditions. 
On the other hand, depressions were never over- 
come by decreases in world tonnage but by 
recovery and expansion of trade: the tonnage 
scrapped and lost in any given year did not exceed 
the deliveries from the yards, 

Even in those times freights fluctuated within 
wider limits than other prices. Thus, for example, 
the annual freight index rose by 35 % from 1011 
to 1912 and fell by 11 % from 1912 to 1913; there 
were no comparable movements in the indices of 
commodity prices. As high freights result from 
full employment and low freights from partial un- 
employment and as, furthermore, capital costs are 
heavy, the true yield from shipping even in normal 
times varies greatly from one year to another. The 


shipping industry has always to count on the 
profits of good years covering the losses of poor 
years. 

In the period up to 1914, however, there was on 
the whole a free adaptation of world tonnage to 
a generally increasing volume of trade, although 
the cyclical fluctuations in trade caused short- 
term disproportions between the demand for cargo 
space and the supply of it. 


Since 1914 there has been few, if any, normal 
years for shipping. One exceptional phase has 
followed another. 

The hectic building activity of the final stages 
of the first world war continued during the 
succeeding peace boom. The tonnage existing in 
the world at the beginning of the twenties had 
no relation to the transport requirements that 
would arise when the immediate after-effects of 
the war had faded away and production and trade 
had become adapted to a more normal economic 
situation. 

Around 1923, that is five years after the armis- 
tice, a new’ balance had been, at least approxi- 
mately, attained between the different areas of 
production and the different branches of produc- 
tion. World trade had then, following the crisis 
of 1921, again reached the pre-war level and a 
period of apparently normal expansion began. The 
tonnage, however, had grown by 33 % (fig. 2). It 
was the existence of this excessively large mer- 
chant fleet that kept down the prosperity of 
shipping in the twenties. The depression in shipp- 
ing was slowly mitigated by trade more and more 
catching up with tonnage and it would probably 
have been succeeded by a time of pronounced 
prosperity hade not the general economic slump 
at the opening of the thirties caused a renewed 
disproportion between trade and tonnage. 

The changing conditions for shipping from the 
middle of the twenties until the outbreak of the 
second world war may easily be followed in fig. 2 
which, together with the figures for tonnage, gives 
the “quantum” or “volume” of world trade 
published by the League of Nations for the pe- 
riod in question. In this graph convergences and 
divergences between the curve for quantum and 
the curve for tonnage indicate how the general 
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Fig. 2. The merchant fleets 1891—1947: The World, Great 
britain, and U.S.A. The World Merchant Fleet excl. tanker 
tonnage I914—1947. Quantity or »volume» of world trade 
7923—1939 (drawn in such scale that the peak year 1929 
reaches the tonnage curve). War years shaded. 


conditions for shipping improved or deteriorated 
during that period. 

Developments on the freight market in the years 
preceding the second war illustrate strikingly the 
changes in price mechanism already pointed out. 
From the general low level of the preceding years, 
freights rose from the middle of 1936 to the 
middle of 1937 in the proportion 100: 175 and 
fell again in a year’s time to 125. This applied 
to tramp freights; liner rates, then as always, 
moved with a certain sluggishness and delay. 


The second war brought with it disturbances 
similar to those caused by the first war in the 
factors determining shipping economics. In the 
second war, as in the first, German submarine 
warfare against allied transports brought about a 
critical situation, which could only be overcome 
by an extremely forced building activity in Ame- 
rican yards, and this time too the tonnage losses 
were considerably over-compensated. There is, 
however, the difference that, whereas building ac- 
tivity after the first war continued at an un- 


diminished rate a couple of years after the armis- 
tice, it has since the end of the second war been 
rapidly restricted to the same rate as in average 
peace-time years. 

The destruction of productive capacity in cer- 
tain countries and in certain branches of industry 
and the increase of capacity in other countries 
(particularly the U. S. A.) and other branches 
(e. g. oil production) have been more extensive 
after the second war than after the first war. 
Demobilization, relief consignments, and the fil- 
ling of supply requirements that were in abeyance 
during the war in both cases involved extensive 
transports on abnormal routes. 

The size of the world merchant fleet of to-day 
just as after the 1914—18 war is an outcome of 
the war and stands in little causal relation to the 
trade to be expected when things settle down to 
more permanent post-war conditions. 

There is no figure available of the quantum or 
volume of total world trade in the years following 
the second war, but judging from the figures for 
some important countries the volume for 1947 was 
about the same as for 1937. Anyhow, quantum 
comparisons in this case are of little value when 
discussing shipping problems on account of the 
far-reaching geographical and structural changes 
in world trade caused by the war. 

However, there are more relevant figures than 
those referring to trade volume on which to base 
a comparison between cargo requirements before 
and after the war, wiz. the volume of shipping as 
given in the statistics of port activities. Such a 
comparison leads to the conclusion that there is 
a considerable surplus tonnage still employed on 
account of circumstances that obviously arise out 
of the liquidation of the war. 

Fig. 3 shows departing and arriving tonnage 
for the principal countries now publishing monthly 
shipping statistics. For this representative group 
of countries overseas shipping has gone down to 
about °*/s of the pre-war times (it is the annual 
means that should be compared, cf fig. 2, graphs 
to the left). World tonnage, however, even if the 
laid-up fleet in the U. S. A. be deducted, is now 
greater than before the war, and in 1947 it was 
fully engaged on executing this greatly reduced 
transport performance. These graphs confirm that 
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Fig. 3. Departing (A) and arriving (B) cargo carrying tonnage in 1,000 net.reg.ton. At left, monthly averages for years 1935— 


1939 and 1946—47. At right, monthly figures 1946—1948. 


“roughly 3 ships are needed now to do the work 
of 2 before the war”. 

It is mainly the slow turn round in the ports 
that is responsible for reducing the volume of 
goods transported in relation to the tonnage en- 
gaged. The delays have in many cases seriously 
counterbalanced the advantage gained from the 
high freights; the receipts of shipping being pro- 
portional to the number of voyages the ships 
succeed in carrying out during the year on their 
respective routes. It is quite natural that the ow- 
ners have chiefly commented on the situation from 
this point of view. But the receipts of shipping 
are also proportional to the freight rates, which 
are determined by the supply of and demand for 
tonnage, and a prolongation of the time spent in 
ports means a reduction in the tonnage available. 


Sv = Sweden; Be = Belgium; Nl = Netherlands; Fr = France. 


The slow handling in the ports has been due to 
many causes. In some places there has been a 
shortage of labour; it is generally said that the 
speed of work has gone down; extensive strikes 
have occurred. In other places the technical equip- 
ment has been inadequate to cope with a post-war 
traffic that may have considerably increased on 
account of war damage to neighbouring ports or 
for other reasons. 

Next to the general delaying in the ports the 
exceptional coal traffic from the United States has 
been the main reason for the engagement of a 
large surplus tonnage in the after-war years. 

In normal times the dominant seagoing coal 
transport was carried on over short routes, chiefly 
from Great Britain and Poland to other European 
countries. Coastwise trade was also an important 
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item. Coal on longer routes, such as from England 
to La Plata, was mainly carried as return cargo 
to more voluminous transports going in the oppo- 
site direction and was, therefore, increasing the 
demand for tonnage only to a very limited extent. 

Post-war coal transports from the United 
States, on the other hand, run long distances in 
the direction of the main flow of other goods. 
Consequently this traffic engaged a very large 
tonnage. 

The predominant position of shipping from the 
United States in post-war traffic is demonstrated 
by the graphs showing departing tonnage from 
a number of countries (fig. 3 A). In fig. 4 the 
same particulars of tonnage leaving the United 
States may be compared with the country’s total 
exports and coal exports in short tons. The agree- 
ment in the courses of the three curves shows the 
extent to which coal exports have determined the 
tonnage requirements in these exceptional years. 


The freight index (fig. 1) showed a rise around 
the turn of the years 1947/48 after which a prac- 
tically unbroken fall in freights went on until 
October, the last month for which an index is 
available. Since then, as stated, there has been 
another slight recovery. In both cases it is mainly 
a question of seasonal movements, though other 
factors have contributed to the rises, e. g. the 
effects of the French coal strike in 1948. In nor- 
mal years the freight index usually reaches a peak 
in one of the months November—January. Con- 
sequently one should not attach any great weight 
to a recovery in freights setting in around the turn 
of the year. 

The fall in freights during the year has in most 
cases resulted in the abolition or relaxing of 
restrictions and regulations imposed upon shipping 
by governments. At the same time the differences 
in wages and social demands of the various sea- 
faring countries have begun to play a more im- 
portant part in international competition. 

“In this situation the shipping policy of the 
United States assumes an ever greater significance 
for the economics of other maritime nations. 

In the beginning of March 1948 there were still 
2.600 state-owned vessels under the control of the 
United States Maritime Commission. Of these 
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Fig. 4. United States departing cargo carrying tonnage (A), 
scale to left, and sotal export (7) and coal export (C), scale 
to right. Monthly figures. 


1.400 were laid up in the Reserve Fleet, the major 
part of the other vessels being chartered to pri- 
vate operators. The fall in freights since that time 
(together with changed stipulations regarding the 
use of the chartered ships) has led to a further 
laying-up in the Reserve Fleet up to the beginning 
of November of nearly 500 ships. Thereby con- 
siderably more tonnage has been withdrawn from 
active service than has been delivered by the yards 
in all countries in the same period. 

Thus, whilst the active tonnage has decreased 
and the volume of traffic has increased (fig. 3), 
the freights have fallen because of the progressive 
adaption of shipping to more normal conditions 
and functions. This adjustment is still going on 
and a continued laying up of American ships 
should be the natural consequence of free com- 
petition. 

In these circumstances the 50 % clause stipu- 
lated for American deliveries under the Euro- 
pean Recovery Programme (Marshall Aid) stands 
out as a depressing factor. If it is main- 
tained, not only will the sector of free competition 
be diminished but also the freight level within 
that sector will be forced down still further. 

For those European countries in whose balance 
of payments income from shipping constitutes a 
vitally important item — in which category Nor- 
way comes first and Great Britain second — the 
clause will mean a heavy reduction in the value of 
the aid offered. But even for such countries as 
Denmark and Sweden it will involve serious con- 
sequences. 
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Should the international political situation de- 
teriorate, an intensification of shipping activity 
may follow. But if no such break in present trends 
occurs it seems that shipping will have to face 
difficult times. The arguments in support of this 
view may be summarized as follows. 

The situation of shipping to-day shows many 
similarities to the situation following the first 
world war, when the disproportion between world 
tonnage and world trade became apparent after 
the slump of 1921. 

The active world tonnage (excluding the laid-up 
American ships) has a greater transport capacity 
now than before the war, but it performs only 
about two-thirds of the pre-war traffic, reckoned 
in tonnage arriving and departing. This is mainly 
a consequence of the slower turn round in the 
ports and of the coal exports from the U. S. A. 

The European Recovery Programme will have 


the effect of stimulating European short-sea traf- 
fic but will only make possible a reduced Euro- 
pean import from the U. S. A. The shipping of 
American coal across the Atlantic will dwindle or 
cease altogether. 

Tonnage is increasing and the technical equip- 
ment of the ports, which have hitherto formed 
bottlenecks in the flow of traffic, is improving. 

This development is leading to a transport capa- 
city that is too large in relation to requirements 
and, consequently, to a further laying up of ships 
— in the U. S. A., in Europe, or both — and a 
freight level determined by the running costs of 
“marginal” vessels. However, a liberal American 
maritime policy should alleviate some of the dif- 
ficulties to be expected for European shipping. 

The outlook for tank and passenger shipping 
is determined by special factors which have not 
been discussed in this article. 
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THE COMMERCIAL BANKS AND THE 
WING AE shes: Veet Gy 1G |. Goa. 


The commercial banks have been subjected, 
more than most other branches of business, to 
control by the State and in every situation they 
have had to obey instructions from the financial 
authorities of the country. Those times when the 
banks have enjoyed comparative freedom of ac- 
tion have often been good times in the country. 
In the present period, when the business of the 
banks is fenced in and fettered to a high de- 
gree, the country’s economic strength has been 
greatly weakened. Whatever may be thought as 
to the combination of causes, it is obviously un- 
reasonable to allow good times to be attributed 
solely to the Government’s successful care of 
Swedish economy, while explaining bad times by 
the influence of “big finance’, suddenly spring- 
ing up and consisting mainly of the commercial 
banks. This would, indeed, be tantamount to as- 
serting that the banks are particularly power- 
ful at a time when their freedom of action is 
most circumscribed. 

Nevertheless, that is precisely what was said 
in the election propaganda of this autumn. “Big 
finance”, of which nothing had been heard in 
the golden times of the thirties, became a slogan 
in the election campaign of 1948. Its influence 
was supposed to be extremely great, though in 
general it was not specified in detail. 

Once the election was over, it was an agree- 
able surprise to hear the leaders of the various 
political parties appealing to the whole nation 
to do everything possible to increase the savings 
in commercial banks, savings banks and insurance 
companies, that is to say, in the organs of “big 
finance’. Moreover the banks had to devote 
themselves to the delicate, exacting and responsible 
mission af handling the rationing of credit on 
behalf of the community, this rationing having 
been introduced in place of a general and auto- 
matically operating regulation of the money and 


capital markets. That mystical phenomenon “‘big 
finance” would seem therefore to resemble in 
some degree the familiar spirits of the home, 
Santa Claus and the stork. All three appear only 
on extraordinary occasions, Santa Claus on 
Christmas Eve, the stork at the birth of children 
and “big finance” just before a general election. 

A couple of more specific allegations con- 
cerning “big finance’? were, however, made in 
the autumn election propaganda. One allegation 
had to do with recommendation by bankers and 
business men of a rise in the rate of interest. This 
was explained as meaning that “big business” 
(the commercial banks) would gain much money 
on a rise in interest. The other allegation was 
to the effect that “big finance” (including com- 
mercial banks) had thrown on the market bonds 
to a value of hundreds of millions, with the ob- 
ject of pressing down the prices of such securities 
and bringing about a rise in interest. Any person 
with any knowledge of financial matters knows 
that this statement is not true. But a very large 
number of voters did not know it. They cast their 
votes in the belief that “‘big finance’ was on the 
point of preparing a coup for its own profit. 

It should, however, have been generally known 
that if the incomes of commercial banks, savings 
banks and insurance companies are increased be- 
cause of a rise in interest, then the increases go 
out as higher interest to depositors or as bonus 
or similar benefits to insured persons. In some 
quarters, the objection is heard that the com- 
mercial banks have capital of their own amounting 
to about one milliard kronor, which would enjoy 
increased yield from a rise in interest. But that 
objection ignores the fact that the funds are 
invested in many values, real estate, cash, secur- 
ities, the yield on which is not altered by a rise 
in the bank rate. The matter is worth illustrating 
by means of available statistics. 
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The average of monthly balances in the first 
half of 1948 for all commercial banks, except 
the Mortgage Bank in Stockholm and the Savings 
Banks’ Bank, Ltd, shows that advances to the 
public and industry, including banks, in Sweden 
and abroad, amounted to 7,980 million kr. and 
deposits from the same circle of clients to 
7,952 million kr. A rise in interest rate for the 
whole of the advances would thus have been 
counterbalanced by equivalent interest rise on the 
whole of the deposits, the more so as holdings 
abroad included in the advances does not pro- 
duce higher yield if the bank rate is raised in 
Sweden. 

Other assets consist of treasury bills of app. 
200 milion kr. and cash, bonds, stocks and shares, 
real estate, fixtures and fittings and sundry ac- 
counts making app. 1,150 million kr. The yield 
from the last-mentioned items is uninfluenced by 
general interest changes, and an interest rise in 
treasury bills, for instance, of */2 % would have 
given an increase of income of only 1 million 
kr. per annum, or 0.1 % of the banks’ own capital 
amounting to 1,021 million kr. Such small profit 
comes within the margin of error of this rough 
calculation and is besides outweighed in part by 
the loss an interest rise would involve as a result 
of fall in prices of shares and bonds. 

Difficulty is often encountered, moreover, in 
carrying through a rise in interest on all advances 
and deposits. When a general interest rise re- 
cently was undertaken in a neighbour country 
the big banks owing to this difficulty had to 
defer the introduction of the higher rates of in- 
terest. Often this dilemma of the banks cannot 
be met in any other way than by a differentia- 
tion in the rates of interest, which by no means 
always provides greater prospects of increased 
profit with high rates of interest than with a 
system of low rates. 

Moreover, a particularly important point is that 
a rise in interest has the effect that advances 
decrease and’ deposits increase. Such a develop- 
ment obviously means diminished profit for the 
banks, as a result of decreased income from in- 
terest on advances and increased interest pay- 
ments on deposits. But this consequence is not 
unexpected. Banks usually recommend a rise in 
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interest when they see their liquidity threatened 
by their being obliged to lock up too large a part 
of their resources in giving credit, and they are 
prepared to pay by reduced profit for improve- 
ment in liquidity. Too definite and general 
opinions on these questions should be avoided, 
but the allegation that the banks desire rise in 
interest in order thereby to be in a position to 
make heavy profits is undoubtedly unjustified. 

Those who allege that the commercial banks 
sold hundreds of millions of kr. of bonds on the 
open market to force up the interest evidently 
do not know that the commercial banks, in order 
to preserve their liquidity, have mainly in their 
portfolios treasury bills and short term bonds, 
with fairly small holdings of the relatively long 
term bonds with which the Riksbank’s supporting 
purchases are concerned. As regards long term 
bonds, the commercial banks do not act as in- 
vestors of capital but as intermediaries for new 
issues and for their clients’ buying and selling 
in general. The total holdings of all the banks 
in Swedish bonds (long and short term but not 
treasury bills) amounted on rst January and 
30th September 1948 to 426 and 447 million 
kr. respectively, displaying therefore a small 
increase in bond holdings since the close of 1947. 
The position as regards this question, therefore, is 
as follows: The commercial banks have not had 
large holdings of long term bonds. Even if they 
had, no large selling of bonds has taken place. 
Even had selling taken place, gains would not 
have been made. Even if gains had been made, 
dividends could not have been raised above the 
maximum prescribed by law. Even had dividends 
been raised, it would have benefited not “big 
finance” but the many thousands of persons in 
various positions in life who make up the share- 
holders of the banks. Many conditions are thus 
required to be fulfilled for the rumour of the 
banks’ alleged bond sales and the consequences 
of same to be true. None of these conditions is 
fulfilled. 

Those who previously never have thought of 
what is comprised in the phrase “sound banking 
policy” will assuredly learn with some surprise 
how well the economic interests of the com- 
mercial banks agree in important questions with 
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the interests of the community. From the com- 
munity’s point of view it is highly important 
that there should prevail a balance between supply 
and demand of money. For the commercial banks 
it is simply a vital question that this balance and 
with it their own liquidity be maintained. To gain 
this aim they are, as stated above, prepared to 
bear a diminution of income from interest. 

Another matter of importance for the com- 
munity is that the credit market keeps sound and 
that the value of money is maintained. This 
demand coincides with the obvious desire of the 
commercial banks for security that their credits 
will be repaid. Without this security no credits 
can be given, even if good rate of interest be 
offered. A bank, therefore, should not in prin- 
ciple furnish credit for investments based on 
something that can only be temporary, such as a 
monopoly, customs duties, taxation or inflation. 
Inflation is most insiduous. Its influence on the 
extent and future yield of production is hard 
to distinguish, it inundates the banks with funds 
on deposit crving for investment and its develop- 
ments are difficult to forecast, depending as they 
are on political events. 

Thus the views of the banks in respect of 
monetary policy are not governed by a lust for 
profits but by a desire for sound and liquid 
monetary economy. This desire is obviously 
shared by all, but opinions differ as to the means 
of attaining this aim: active interest policy or 
credit rationing. 

At this stage in the discussion one must have 
a clear idea as to the importance interest has for 
capital investments of various kinds. Conceptions 
in this respect differ greatly, due to the fact 
that interest has little or no effect on many com- 
mercial transactions whereas it may be fairly 
perceptible, e. g., for real estate loans. The truth 
behind these apparent contradictions is simply 
that the rate of interest has hardly any influence 
on quick transactions, especially when these are 
caused by pressing need for goods or prospects 
of large profits, while on the other hand long 
term capital investments are dependent in high 
degree on the level of interest. Thus it is usually 
only in connection with long term debts that the 
phrase “interest slavery” is employed. 
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The great effect of long term interest on capital 
values may be illustrated by a couple of examples. 
A man is assumed to wish to give his son an 
annuity of 1,000 kr. per year from the date the 
son attains 65 years of age. At 2’/« % interest 
rate the annuity would cost 3,175 kr., at 3'/. % 
the cost would be 1,896 kr., or some 40 % less. 
An undertaking is supposed to be desirous of 
borrowing as much money as can be repaid by 
100,000 kr, per annum in interest and instalments 
for 60 years. At 4 % interest the amount of the 
loan will be a little more than 2’/, million kr. If 
the undertaking can defer the loan a couple of 
years and the rate has then dropped to 3 %, the 
amount of the loan will be rather more than 2°/. 
million kr., or more than 22 % higher. And yet 
in these two examples it has not been question of 
great variations in interest. The introduction of 
higher interests would also affect the short term 
transactions, but such a measure has not been 
seriously discussed in Sweden. 

The conclusion to be drawn is that the level of 
interest has great importance for the employ- 
ment of capital, because even modest interest 
rises have a deterrent effect on long term trans- 
actions. In the present economic situation such 
an effect is particularly desirable, seeing that we 
must utilise our capital resources in such a man- 
ner that we obtain returns from them as quickly 
as possible. A general raising of the rate of in- 
terest, therefore, has just the effect that is de- 
sirable if we are to restore the balance in our 
national economy as quickly as possible. Ex- 
ceptional measures directed to avoiding heavy 
increases in rents may then be called for by 
social considerations. 

Against the above, there is held in some 
quarters the opinion that rise in interest may be 
avoided by introducing rationing of credit in- 
stead. If this view were followed, it would mean 
returning to conditions prevailing in the early 
years of the commercial banks, and which have 
ever since been looked upon as indescribably back- 
ward. All the experience we have gained of ra- 
tioning tells us that if the demand for an ar- 
ticle very much exceeds the supply, then any 
attempt at rationing will fail hopelessly. Rationing 
of credit is particularly difficult to handle and 
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it requires the support of a fairly high rate of 
interest, which of itself serves to sift away a 
portion of the credit expectations and to mitigate 
the dissatisfaction of credit seekers who do not 
have their proposed loan granted. 

In point of fact the ability possessed by the 
credit institutions to ration the granting of credit 
is not so great as appears to be supposed. The 
commercial banks have on one or two occasions 
drawn up statistics concerning the distribution 
of credits over the various branches of business 
etc. The most recent investigation of this kind 
applied to the position in June 1948 for all banks 
except the Savings Banks’ Bank, Ltd. A state- 
ment for the large main groups of clients as- 
sumes the following appearance: 
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If it be desired that as much money as possible 
shall go to loans for housing and to the building 
industries, it should be a satisfactory feature 
that considerably more than */: of the commercial 
bank credits are now devoted to these purposes. 
It is, moreover, fairly clear what these credits 
are utilised for. In other cases the object of the 
credit is more difficult to determine, even by 
the borrowers themselves. For example, if an 
undertaking has an investment programme of 5 
million kr. for power stations, factory buildings, 
machinery, workers’ housing and welfare ar- 
rangements, and finds need to increase the money 
at disposal by a bank credit of 1 million kr., it 
is immaterial what part of the investment pro- 
gramme is to be considered as constituting the 
motive for that particular credit. If the rate of 
interest is so high that a fall in interest is anti- 
cipated in a year or two, some of the investments 
and thus also some of the credits will be post- 
poned. If on the other hand a rise in interest 
rate is expected, there is economic justification 


for trying to obtain credits for various purposes. 
Nor is regulation of building any universal means 
for regulating investment activity. Of increases 
in total investments for 1947, including renewal 
of plant and increases of stocks, only some 45 % 
came under the building regulation. Besides, the 
sifting of building activity proper that is not 
justified by social policy reasons would enjoy 
firmer foundations if the yield point of view 
had been given the support of a free interest 
market. Regulation abstaining from raising in- 
terests to what the market situation demands thus 
does not achieve its aim in the same way as a 
regulation aided by rise in interest and it will 
consequently be more prolonged than necessary. 

From the debate on the economic policy pro- 
gramme in the autumn session of the Riksdag it 
would appear that the importance of an active 
interest policy has gained considerable recogni- 
tion. The Minister of Finance expressed himself 
in this direction and added that the role of in- 
terest on the rent and buildings market was per- 
haps over-estimated. Nevertheless, the only way 
of stabilising incomes was to prevent a rise in 
the cost of living and for this reason both rise 
in interest and introduction of general turnover 
tax must be rejected. 

Some objections to this reasoning are worthy 
of attention. In the first place, the cheapening 
of rents by artificially attained low interests is a 
thing that in general is not paid for by the State, 
the property owners or “big finance’’. The forcing 
down of interest falls on the savers, i. e., per- 
sons holding life insurances and depositors in 
commercial banks and savings banks. That savers 
should be deprived of an income from interest 
they would have received if it were not for the 
desire to guarantee the workers particularly low 
rents in negotiating wage stabilisation is neither 
agreeable to one’s sense of justice nor en- 
couraging for the will to save. 

In the second place, it is doubtful whether 
inflation can in the long run be kept at bay, if 
one abstains from absorbing the surplus buying 
power and at the same time allows the Govern- 
ment bond purchases to keep on maintaining the 
artificial rate of interest. But a part of the surplus 
buying power has arisen from the forcing down 
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of the real value of rents, as regards both large 
and small dwellings. If in the end one is com- 
pelled to reintroduce the turnover tax, this means 
that all citizens, even the poorest and those who 
have no rent to pay, would be made to bear the 
cost of enabling all tenants, even the most well- 
to-do, to continue to benefit by decreased rents. 

In the third place, it may be added that the 
low rents obviously induce bad economy with 
housing space. All these drawbacks of rent restric- 
tions can only be neglected if they have no great 
significance. But in that case it cannot signify 
so much if a rise in interest were allowed to af- 
fect housing rents. 

It is not only the Minister of Finance who has 
questioned whether the significance of interest 
for housing rents is really so great. Undoubtedly 
it has been exaggerated in the press discussions. 
According to the statistics of the Social Board 
relating to charges on buildings, interest on debts 
for 803 buildings in large cities amounted in 
1946 to 3.57 % of the amount of the debts and 
to 30.30 % of the value of rents. Thus one half 
of one per cent. rise in interest would be equiva- 
lent to 4.2 % of the amount of rent. Various 
circumstances contribute, however, to damp down 
the effect of an interest rise on rents. Among 
other things, it is a feature of the property mar- 
ket that numbers of loans are tied up for 10 years 
or longer. The mean interest for mortgage on 
property has fallen appreciably in recent years, 
according to the above statistics of the Social 
Board from 3.91 % in 1942 to 3.57. % in 1946. 
This probably means that recent loans, which 
would thus not be affected by a rise in interest, 
bear interest at 3—3'/2 %, whereas many of the 
older loans, which maybe would require re- 
placing after a general interest rise, would al- 
ready previous to that have been based on a 
higher rate of interest, possibly 4 % or over. 
In such case, those loans that require renewing 
would often not need to feel an interest rise. 
An investigation recently made,’ taking into ac- 


1 Stig Radhe: »The costs of rents after a rise in interest» 
Ekonomisk Revy, June 1948. 


count a number of circumstances other than those 
outlined above, has led to the conclusion that “with 
the present index level (160—165) an interest 
rise of one per cent. would hardly mean more 
than one unit in the cost of living index”. This 
would seem, therefore, to suggest that any rise 
in rents that might be caused by a small rise in 
interest would be too insignificant to act as a 
deterrent to a stabilisation of prices and wages. 

It is anything but a rational measure to allow 
exaggerated dread of increase in rents to prevent 
a rise in interest, for which the necessity is 
generally recognised from other points of view. 
What is mainly necessary is to procure figures 
regarding the interest position on the property 
market and to put this inquiry before the wage- 
earners. Maybe, they would find that a small ad- 
dition to rents would be preferable to the infla- 
tion-producing effects of the present interest 
policy and the ever more threatening danger, 
therefore, either of a decrease in real wages or 
of the re-introduction of the turnover tax. In 
present circumstances it would appear that a rise 
in interest to 3'/2 % for Government and mort- 
gage loans and a rather higher interest for in- 
dustrial loans may be necessary if the National 
Debt Office and the mortgage institutions are to 
regain the facility of taking up loans on the mar-. 
ket, if besides the Riksbank is to be in a position 
to bring its bond purchases to an end and per- 
haps be relieved of some of its 3 milliard kronor 
burden of bonds and, finally, if the long term 
programme for our economic recovery is to have 
the support of a freer credit market, with savings 
once more stimulated. The most weighty ob- 
jection respecting a general rise in interest is that 
it should have come about long ago, but as 
long as it is found necessary to resort to credit 
rationing an interest rise still has an important 
function to fulfil. The realisation of the pro- 
gramme sketched out above would not give the 
banks greater profits, but it would enable them, 
as well as trade and industry in general, to feel 
the ground firmer under their feet. 

By Ek 
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BILLS PROTESTED AND THE ECONOMIC 
SLEW AiL@w 


Statistics of protested bills are often advanced 
as indications of the fluctuations in the economic 
situation. As may be seen from the statement 
below the bills protested in the post-war period 
both in numbers and total amount show distinct 
tendency to increase. In relation to the years just 
preceding the war the number of protests is 
lower while the amounts are appreciably higher, 
though the changes in money value must be taken 
into account. 


Protested bills per month (average). 


Waelant Number one 
1,000 kr. 
1036/38) (mean) ier ee) eee 3027 I 269 
TQA'S ere aberet tency) se souk tuber iar aes I 522 983 
TOA Opa ralgee pur’ cc atu ee ciysaers nse 1 840 Ter 
TOA MEIER Ea eh peiecae cs Le 2372 2114 
1948 (Jan.-Sept.) array ates, es 2 446 2 587 


It is not easy, however, to draw any conclusions 
regarding the economic situation from these sta- 


tistics as they may be misleading for various 
reasons. Protesting of bills, of course, is not 
only governed by the fluctuations in the economic 
situation but also by the size of the stock of 
bills outstanding. Any comparison of the amounts 
of protested bills from year to year for any 
length of time is moreover hampered by changes 
in money value. Nor can one draw any definite 
conclusions from the figures regarding numbers, 
for the composition of the bills as regards size 
may vary. A correct picture of developments in 
respect of protests would, however, be obtained 
if the amount of protested bills for a month were 
compared with the mean amount of all bills 
falling due in that month. 

Statistics are not available, however, for all 
bills outstanding. Instead, there is taken here as 
gauge for the size of the stock of bills the 
figures of the commercial bank portfolios of 
discounted bills. The curve in the graph below 
shows the amounts of the protested bills in °/w 


The Amount of Protested Bills in Per Mille of Bills Discounted in the Commercial Banks. 


t) 
° 
Te Current 3-months’ averages. Fai 
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of the amounts of those discounted by the banks. 
As the bills are usually at three months’ date, 
the bills expiring at a certain date fall due on 
the average after one and a half months. In view 
of this the bills protested in a given month have 
been taken in relation to the bank portfolios at 
the beginning of the preceding month. To give 
the curve a more even appearance there have been 
used current 3-month averages instead of the 
monthly figures. 

It is probable that this curve gives a more or 
less correct picture of the developments in bill 
protests even though the method employed may 
not have eliminated all sources of error. The 
percentages throughout lie too high, owing to the 
bill protests being compared with only a part of 
the bills falling due at one time. Thus it is not 
possible to arrive at any conclusions from the 
absolute height of the curve, but this is of no 
great significance if only the curve reflects the 
fluctuations in proper manner. It would appear, 
however, that the curve drawn cannot completely 
meet this demand. It is, in fact, not probable that 
the bills never discounted constitute a constant 
part of the total stock of bills, but that there 
exists a certain variation connected with liquidity 
in economic life. If liquidity is good, holders of 
bills keep them until due date, if liquidity 1s 
strained, they are discounted with a bank. Ne- 
vertheless it is probable that the undiscounted 
bills constitute a relatively small part of all bills 
and consequently there is reason to assume that 
the necessary corrections would not alter the 
shape of the curve to any appreciable extent.’ 


1 For a similar investigation concerning the protests for 
the years 1913—22, see Quarterly Review 1923:2. 


The curve shows that, in comparison with the 
last years before the war, the bill protests now 
lie on a decidedly higher level. In the post war 
period the protests have undergone pronounced 
increase. Many signs indicate that this increase 
will probably continue in 1949. There has recently 
been observed an incipient falling off in the 
volume of business, an increase of account col- 
lecting instructions and further deterioration of 
liquidity in trade and industry. Even if these 
conditions make caution necessary in judging the 
economic situation, yet it is clear that the develop- 
ment described has-been accentuated by the re- 
cently tightened restrictions on granting of 
credits, of import trade and of building activity, 
and that the statistics presented hardly constitute 
a good guide therefore to long term conclusions. 

The curve for protests displays rathér in- 
teresting seasonal variations. With some few ex- 
ceptions it shows a pronounced rise in the sum- 
mer months each year. This regular variation is 
not due to the discounted bills but to the protests. 
The implication is that bills drawn in the spring 
are protested to a particularly large extent. The 
cause of this phenomenon would appear to be 
the following. Business turnover is mostly most 
lively in autumn and spring. During the summer 
there prevails very marked quietness in business 
and liquidity is strongly deteriorated, with the 
result that protests of bills increase. In the winter 
months also a certain fall in turnover takes place, 
but owing to the Christmas trade and other 
factors this fall is not by any means so severe 
as during the summer. As liquidity is not parti- 
cularly strained, the protests are few in com- 
parison. 
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CTHE IMPORTANCE: OF THE RATE O FAINT ERe- o. 
Addendum 


In my article on the importance of the rate of interest 
in the October issue of this Review I referred to the 
effect which the rate of interest has on the valuation of 
various capital assets. I illustrated the situation by de- 
velopments on the Swedish bond market, where Sveri- 
ges Riksbank through its bond purchases maintained the 
level of Government securities corresponding to a yield 
of 3 %. In that connection I mentioned that the savings 
banks and a number of other institutions had sold a con- 
siderable part of their bonds holdings, and I went on to 
say: “Had the Riksbank withdrawn its support from the 
bond market with the result that the quotations dropped 
to (say) 80 (corresponding to an effective yield of 3 %/s 
%), the savings banks and the other institutions would 
have been much less inclined to sell out. ... It would 
have required a very high immediate gain to make up 
for the loss of 20 per cent. in the capital value.” 


In this connection I likewise stated that savings banks 
and other institutions making the large sales of bonds 
invested the proceeds largely in mortgages which would 
give one half to one per cent. yield more per annum. From 
savings bank quarters it is explained that by far the 
greater number of first mortgage loans are granted at 
only 3 % interest. This, however, applies only to loans 
the interest of which has not been tied up for several 
years but will vary according to e. g. changes in offi- 
cial discount rates and has no great significance in con- 


sidering long term rates of interest. The rate for tied up 
loans has now risen to 314/, %, but for some time the 
savings banks have not as a rule been granting such 
loans. This is due naturally to the uncertainty regarding 
interest developments in the future, and it thus accen- 
tuates the significance of interest for long term invest- 
ments, which is just what I wished to emphasize. At 
the same time, however, I am anxious not to present 
the income which the savings banks derive from their 
interest earnings as greater than it is, and I therefore 
make this correction with pleasure. 

There may also be reason to mention that, since a 
couple of years, neither the Swedish Mortgage Bank nor 
the Swedish Cities’ Mortgage Bank have been able to 
place their bonds with the public or with savings banks 
and insurance companies, but have had to obtain the 
sums they required for current business direct from the 
Riksbank. Altogether it would seem that amounts ex- 
ceeding 500 million kr. have thus been placed at their 
disposal. In that way the Riksbank has almost directly 
financed the mortgage loan business in Sweden and has 
been doing it during a period of a marked economic boom. 

Such a direct distribution of fresh buying power ob- 
viously acts in a inflatory direction and is therefore in- 
compatible with the realization of a stabilisation policy. 

Per Jacobsson 
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THE ECONOMIC SITUATION IN THE FOURTH 
QUARTER OF 1948 


The General Situation. We meet the New Year 
with a general feeling that difficulties for in- 
dustrial life have not reached their climax. Cer- 
tainly our position has been strengthened by last 
year’s comperatively good harvest and a more 
plentiful supply of fuel and power. Moreover, 
industry generally has high rate of employment 
and high production often approaching records, 
improved availability of labour and in many cases 
a good stock of orders. But exchange difficulties 
set up great obstacles for the import of machinery 
and other necessities for production. The new 
plan for a large scale increase in production and 
export can in any case do nothing for im- 
mediate relief of import difficulties, and the re- 
cently tightened restrictions for building, imports 
and granting of credit may involve greater dif- 
ficulties in adaptation, now that the situation in 
certain fields of activity is displaying signs of a 
falling off. 

The general standard of living remains on an 
unchanged high level, which has not been serious- 
ly threatened by import restrictions. The retail 
trade as a rule seems to be well supplied with 
goods and if turnover none the less has been less 
active, this is due to the public considering their 
purchases more than they did before. 


Foreign Trade. (Million kr.) 


(Thin lines denote current 12-months’ averages ) 
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The wage-earners’ organisations appear to be 
supporting the Government’s efforts to stabilise 
both wages and prices. Nevertheless the stablisa- 
tion is threatened by an appreciable surplus of 
purchasing power, which it has not been possible 
to check by indirect taxation or by saving. Nor 
does the fact that the State budget is overbalanced 
constitute any solution of the problem. The tax 
receipts are derived essentially from sources that 
do not diminish the general buying power surplus 
and the budget surplus is not withheld from the 
market but is employed wholly or for the most 
part in the financing of State expenditure which 
is ordinarily financed by loans. A still worse 
feature is that much productive work is suspended 
because the income thus obtained would for the 
most part be swallowed up by taxation. Reduc- 
tion of taxes for work that increases production 
is therefore a desirability which has gained in- 
creasing recognition and which owing to the very 
logic of events cannot be set aside. 

The Long Term Programme for our Economic 
Recovery sets up as goal a strong increase in 
production and exports along to the years 1952— 
53. In this connection, great hopes are pinned on 
the harnessing of waterfalls in North Sweden. 
The power production, which since the pre-war 


(Million kr.) 
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period has risen from g to 13 milliard kWh, is 
reckoned thereby to be still further raised to 21 
milliard kWh for the six year period 1947—53.- 
The development programme for the next five 
year period is estimated to involve a total cost of 
close on 17/2 milliard kronor, a large part of which 
will be taken up for import of machinery and 
material. 

For the iron industry also there is anticipated 
an expansion on a big scale, it being considered 
that the five year period 1948—52 may bring 
about an increase of pig-iron production from 
694,000 to 1,200,000 tons and of iron and steel 
manufacture from 838,000 to 1,400,000 follow- 
ing on new investments amounting to */. milliard 
kronor. Great expectations also are placed in the 
engineering industries, seeing that a 40 % in- 
crease in exports of engineering products is con- 
sidered to lie within the bounds of possibility and 
it is pointed out that the delivery capacity of 
shipyards has been increased from 175,000 gross 
tons pre-war to a present figure af 250,000 gross 
tons per year. Iron ore exports had already 
during the autumn months of last year attained 
the pre-war level, but no great increase beyond 
that appears to be reckoned with at present. 

Nor can there be anticipated any appreciable 
rise in the production of the great wood working 
industries, owing to the deterioration in raw ma- 
terial supplies. Measures to promote exports in 
this field are therefore directed mainly to re- 
striction of home consumption. On the other hand, 
it is considered that a certain amount of hope 
may be attached to development of export of 


Federation of Industries Production Index. 
(1935 = 100.) 
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prefabricated wooden houses and joinery goods 
and generally to a more amply differentiated 
export industry. 

Following such a survey of conceivable pos- 
sibilities of expansion in agriculture, industry, 
trade and shipping the investigators have set up 
as goal for the long term programme a raising 
of national productivity from 24.4 milliard kr. in 
1947 to 26.8 milliard kr. in 1952—53, or by 10 %. 
As mentioned in the foregoing, export develop- 
ments in this connection cannot any longer be 
based on an increased exploitation of Swedish 
natural resources. As a basic condition for the 
realisation of the programme, it is also pointed 
out that by means of a strong buying power 
restricting policy there must be ensured the nec- 
essary access to foreign exchange as also to 
labour and raw materials. Strong reservation 
must also naturally be made for any disturbances 
in the carrying through of the programme that 
may be caused by the general political and eco- 
nomic developments throughout the world, crises, 
price developments, trade policy. The unanimous 
efforts of the Marshall countries to decrease im- 
ports and increase exports have already led to 
conflicts of interests between them. There is 
also the fact that a weakening in prices for 
Swedish export goods has been going on since 
the first quarter of last year, so that the mar- 
keting of exports has been made more difficult. 

It is also obvious that new targets set for 
our production and export cannot show any great 
result in the first few years. Therefore present 
efforts are directed to limiting the heavy rise in 
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investments which culminated in 1947 and to 
return to the distribution prevailing before the 
war of our resources over exports, investments 
and consumption. The displacements for the most 
important items of the nation’s economy are given 
below. 


1938—39 1947 1952—53 
% % % 
HxpOrtss ween ee ee 1983 11.4 13.2 
Investments (excl. of stock 
PGTEISEG Ec ee E2Oe 2356 21.2 
Consumption ot cee. = » 66.3 65.1 65.6 


Note. The above ratios indicate only te distribution of our 
resources whereas the absolute magnitude of consumption etc 
gtows in proportion to the increase in national production. 
and import. 


The rise of. 1947 in investments was in point 
of fact made possible by the great import surplus 
being paid for from foreign exchange reserves 
previously saved up. Since the gold and foreign 
exchange reserves have fallen to a level below 
which it is not advisable to reduce them, that 
possibility is no longer available, so that credit 
restrictions and direct control of investments have 
had to be resorted to, besides tightening of import 
restrictions from time to time with the object as 
far as possible of directing our labour to the pro- 
duction and the export that can procure cover for 
the indispensable consumption requirements. 

Recent Developments. Reduction of imports 
produced better balance in foreign trade during 
the last half year. The import surplus, which in 
the three half years from January 1947 to June 
1948 amounted to 1,021, 934 and 691 million kr. 
respectively, fell to 207 million kr. for the period 
July—November last year. 
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Exports sur- 


Imports Exports aL (+) or 

imports sur- 

plus (—) 

Million kronor 

Jan.—Nov. 1939 . ae yerehs 1,724 — §07 
> LO Sines O25 1,524 + 596 
, » 1946. . . . 3,039 2,292 = TAT 
> » 1947... « 4,785 2,868 1,917 
> » 1948 . - 4,432 35534 — 898 


At the same time better balance has been at- 
tained also in the trade with each individual coun- 
try and particularly with hard currency countries. 
This result has been gained by transferring im- 
port from the hard currency countries, though 
this in some cases has led to deterioration in 
quality or dearer prices for goods imported. 


Export Surplus (+) or Import Surplus (—) in 
Trade with Certain Countries. 


(Mill. kr.) 
1947 1948 
Average Ist. 2nd 3rd. Oct 
per quarter quart, quart. quart. s 

Certain hard currency countries 
Us S.A, —321 = G/e —' 50 — FA —T4 
Brazil 3) =< = «6 ate a = 2 = 26 == 
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Chilevraeans) aed: =) © Hee oe ee Se A: 
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Developments of foreign trade in the last few 
months have brought about a certain amount of 
improvement in the foreign exchange situation. 
In the period September—November indeed the 
Riksbank’s gold reserve and net foreign assets in- 
creased from 377 to 538 million kr., while the 
commercial banks show an increase in net liabil- 
ities by 7 million kr. However, export payments 
coming in and similar receipts were not larger 
than the previous year, but owing to import re- 
strictions they were not so rapidly utilised. 


The Riksbank’s Gold and Foreign Exchange 


Reserves. 

(Million kronor) 

Foreign exchange Gold 

Liabil- Market 
Assets ities Net ia ee Total 
Sept. 15, 1947 . 410 186 224 416 640 
Decrees i, ee om) 5 {On e105 345 379 724 
March 31, 1948 . 407 187 220 348 568 
Sept. 30, » 361 248 113 290 403 
OG, Bo, 2 207 105 162 290 452 
Nov. 30, » 331 83 248 290 538 
iBYses  BNy 8) 411 97 314 290 604 


An appreciable improvement in the supply 
situation has occurred as a result of last year’s 
good crops, the more ample supply of coal and 
the favourable prospects for the production of 
electric power. The Federation of Industry pro- 
duction index fluctuated for the first three 
quarters of last year within quite narrow limits 
and at a level which lay some few per cent. 
higher than the previous year and, at an estimate, 
30 % higher than pre-war. Under the influence 
of somewhat better supply of labour both iron and 
engineering industries could’ show increases of 
production in the autumn. Export of the big en- 
‘gineering industries amounted in the period 
January—November last year to 199 million kr. 
as against 155 million kr. for the corresponding 
period the previous year, equivalent to an in- 
crease of 28 %. The shipyards, working to a large 
extent for» account of Norwegian shipowners, 
with Norwegian orders received in 1944— 48 for 
app. I milliard Swedish kr., increased their 
deliveries to foreign countries in the first eleven 
months of last year by about 100 million kr. as 
compared with the previous year. Iron ore ex- 


ports, which in 1938 amounted to an average of 
1,060,000 tons a month; consisted in the period 
June—Nowember last year of 1,187,000 tons a 
month. By the beginning of November there had 
been sold abroad app. 480,000 stds of woodgoods 
of the sales quantity estimated for last year of 
app. 500,000 tons, a result which may be con- 
sidered very satisfactory. On the paper pulp mar- 
ket the price situation has not become stabilised 
since the Swedish trade equalisation levies were 
taken off on the 11th of September. American 
buyers in particular have adopted a waiting at- 
titude, which has been contributed to partly by 
increased caution in judging general economic 
developments and partly also by considerable in- 
crease in American pulp production with the use 
of cheap raw material. Sweden's total paper pulp 
export amounted to 1.50 million tons during 
January—November 1948 as against 1.62 million 
tons during the same period last year. 

According to estimates presented in the above- 
mentioned long term programme, gross invest- 
ments in buildings, plant, machines, means of 
transport and stocks of goods amounted to 3.11 
milliards for the years 1938—39 and to some 
7.21 milliards in 1947, of which about 3.28 mil- 
ards, or 45 9%, came under the building regu- 
lations. For 1948 it has been reckoned that stocks 
of goods will be reduced by at least 500 million 
kr., and other investments by 450 million kr. 
Owing to the circumstance that an unusually large 
number of dwellings were under construction at 
the beginning of the year, the increment in dwel- 
lings for 1948 is estimated at 56,000, or almost as 
many as the previous year. 

Labour shortage in industry had to a large ex- 
tent been due to the extremely extensive building 
in previous years having attracted workers from 
industry to an estimated number of 40,000, in 
round figures. Something like the same number of 
workers would seem now to have been set free 
from building work, the numbers of those em- 
ployed in this trade having decreased from 198,500 
to 151,800 between August 1947 and August 1948. 
Nevertheless, many of the workers thus set free 
are engaged on repair and similar work in their 
own trade, while others regularly take up other 
occupations in the winter, such as lumber trans- 
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port in North Sweden. However, the increase in 
the labour force of industry is estimated at about 
20,000 hands, or something over 2.5 % in the 
twelve months ending with August 1948. 

Maintenance of the labour truce has largely 
been ensured through the acceptance by the “big 
trades unions and other important wage-earners’ 
associations of prolongation for labour agreements 
for the present year. The decision is of even 
wider significance because the present level of 
wages has also been prolonged, on condition that 
the stability of price levels is ensured. These 
agreements constitute a first step in the stabilisa- 
tion policy which the Government has the inten- 
tion of following in consultation with the repre- 
sentatives of trade and industry. 

A buying power surplus that may be regarded 
as amounting to 800 to 1,000 million kr. con- 
stitutes a danger for inflation, seeing that binding 
of that surplus through indirect taxation has not 
been accepted and that the big savings campaign 
has produced but meagre results. Even the 
children allowances, paid out 1948 representing 
over 100 million kr. a quarter, would seem largely 
to have gone to consumption. The farmers’ eco- 
nomic position, which was somewhat strained by 
the poor harvest of 1947, improved greatly this 
last year. Income has been utilised to a great extent 
in the acquisition of machinery, for which the de- 
mand is greater than the supply, but there is no 
doubt deposits have been made with the banks, 
as well as repayment of loans. 

In the absence of restrictive measures on the 
money and capital markets, the general feature 
of these has been for various reasons an increased 
supply of money, with the result that liquidity 
of the banks improved. Credit rationing has to 
a very great extent decreased transactions on the 
property market with the exception of par- 
ticularly small one-family houses which continue 
to be in good demand owing to housing shortage. 
In particular the wholesale trade, hard hit by 
import restrictions, has displayed smaller demand 
for credit. As regards the commercial banks, 
liquidity has been further improved by the trans- 
fer of a number of mortgage loans to mortgage 
institutions with the object of fixing the loans 
for longer term, and in addition the more abundant 
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supply of foreign exchange has contributed. Ad- 
vances by commercial banks, which in March ex- 
ceeded 8.10 milliard kr., had sunk in November 
to 7.94 milliards, while at the same time deposits 
increased from 7.31 to 7.47 milliards. The month 
of March constituted a culminating point for 
mortgage loans, which then amounted to 3.94 and 
have since decreased to 3.83 milliards. 


Position of Commerciat Banks. 


1947 1948 
Assets (in mill. kr.) Nov. Aug. Sept. Oct. Nov. 
Gash otEtenmcr nyse ose 450 368 258. 53 7Omu AOL 
Treasutysbillsi sees <5 ys 107 373 153) -6.333 66319 
Swedish bonds... . . Als me Ag3 447 451 451 
Advances in Sweden 7 73030) 7,023 9,004 7,042) 7,041 


Assets abroad) 2. 2). = 219 193 212 196 208 
Sindrysaccountsman ws 740 565 661 651 622 


Total 9,874 9,855 9,765 9,943 10,005 

Thereof, Swedish bonds 
and treasury bills. . . 520 806 630 784 830 

Liabilities (in mill. kr.) 
Deposits in Sweden. . . 7,312 7,443 7,269 7,410 7 469 
Liabilities abroad. . . . 460 464 449 476 496 

Share capital and reserve 
nApbaKE yc a te Q7I 1,020 1,020 1,020 1,020 
Sundry accounts T6030 928 1,027 1,037 1,020 
Total 9,874 9,855 9,765 9,943 10,005 


The Foreign Exchange Market recently has 
been characterised by better supply of foreign 
currency, particularly £ sterling, owing to diminu- 
tion of claims for imports. The only appreciable 
alteration in exchange rates in the last quarter 
occurred on 18th October and applied to French 
francs. With the object of stimulating exports 
to hard currency countries the French exporters 
had been granted the right of free sale on the 
market of 50 % of the dollars, Swiss francs and 
escudos they brought in, which means an extra 
profit of app. 21 %. This bonus system led to 
an undesirable diversion of exports and there- 
fore a raising of exchange rates was undertaken 
to such an extent that the privileged position of 
the hard currencies was counterbalanced. The new 
buying rate for Swedish kronor then became 73.20 
as against the previous 59.56, and quotations for 
French francs in Stockholm fell on 19th Octo- 
ber from 1.69 to 1.375. The rate for Argentine 
pesos has fluctuated during the quarter between 
75. — and 76. —. 
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The Stock Market. Uncertainty and reluctance 
have been the features of the Stock Exchange 
during the summer and autumn. A number of 
share prices reached new bottoms for the year. 
The waiting attitude on the stock market was 
partly due to uncertainty as to the outcome of the 
general elections in September and later as to the 
shaping of the Government’s political programme. 
In November, however, some signs of recovery 
were apparent with small rises in prices, feeling 
being particularly affected by the Trade Union 
Federation’s recommendation concerning pro- 
longation of agreements with continued labour 
peace and unaltered wage level. The low levels of 
prices reached during August are inducements for 
cautious investment and buying orders coming 
along are sufficient to improve prices for the time 
and give the exchange a certain stability. Since the 
fall in prices of the third quarter last year stock 
market prices, however, have on the average 
maintained an unchanged level. Turnover has been 
in round figures half as much as last year with 
few sales completed per business day. The interest 
of the market has been chiefly directed to Grang- 
esberg and L. M. Ericsson owing to the funding 
issue and new issue of these companies respec- 
tively and to the Match Company in view of hopes 
of yield from this company’s German claims and 
resumption of dividends. L. M. Ericsson’s new 
issue was for 21 million kr. shares at a par of 
35 kr., on the basis of 3 new shares for 10 old. 
Subscription rights were the object of keen bus- 
iness at falling rates, viz: from 0.50 on the first 
day to 0.15 on the last day, paid. 


The Bond Market. The Government and mort- 
gage institutions have not offered new bond loans 
on the market but have had their requirements 
for funds satisfied through the Riksbank. The 


Government debt had increased by November 
1948 to 11.49 milliards from 11.13 milliards twelve 
months previously. The funded debt was decreased 
by 30 million kr., while treasury bills and loans 
with State institutions etc. increased from 1.96 to 
2.36 milliards. Despite loans of app. 150 million 
kr. issued by municipalities and companies during 
the quarter, the total demand for credits on the 
bond market was not exceptionally great compared 
with customary investment requirements. 

In this situation the Riksbank does not ap- 
pear to have needed to continue its supporting 
purchases on any large scale. Government and 
mortgage loans were quoted in the middle of 
December at the same prices as at the opening 
of the quarter, while municipal and industrial 
loans underwent a slight adjustment upwards. 
Whereas the 3 per cent. level was maintained 
for Government and mortgage loans, the move- 
ment of prices for industrial loans led to a fall 
in yields from 3.60 % in the middle of September 
to 3.28 % in the middle of December. 

In the last quarter the following large bond 
issues were made: 


Interest Amount Issue 


Borrower rate in mill. price 

in % kr. in % 
Residential Mortgage Bank No.3. . 37/4 20 
Swedish Ships Mortgage Bank No 12 37/s 12 997 
> > > > > FS 3¥e fe) 1007 
stockholm Cityian, “nestle een 3/4 753 98 

Sandvikens Jernverks AB (reg. cert.). 4 15 9077/4 
AB, Gotaverken = eu. ieee ne 3"/2 10 =100 
Korsniis AB (reg, cert.). ©. . J. . 4 12 98 
Bultfabriks AB (reg. cert.) . . . . . 4 6 99 
Upssla-Hkeby, AB) 3°. sae 37/2 2 100 


* Sold privately at market price. — 


* Sold privately. — 
3 Of which 60 million kr. issued. 


In the course of the quarter AB Optimus has 
given notice of redemption on rst February, 1949, 
of its 3'/2 % loan of 1920. 
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Some Statistical Data Concerning Sweden’s Economic Position. 


I. The Riksbank. (Amounts in million kr.) 


| 7 Assets Liabilities 
MPEBe!) (1d ond Foreion Ex Rite i oa So ry 7 
End of sateen ps hom Wer A Bonds and | Domestic | National | Note | Deposits at Sight 
| Gola? | ene | Total Treasury Bills Bills Debt Office] Circulation | Sate Nees oe Oar ‘Total 
1938 I 332 751 208 106 I = 8 | 
1945 2 024 758 2 782 434 ; | 1066 2 782 | i er ri 
REL 538 1.909 1544. | 49° «| 276 2877 706 84 85 | = 875 
1947 Eee | 1947 1948 | 1947 | 1948 | 1947 | 1948 1947 1948 | 1947| 1948) 1947) 1948 1947 1948 | 1947 1948| 1947 1948 1947 | 1948 
fan. | 125 374| 465 319 | 1719 | 1 446| 2520 I 276| 182 ||26 | 560 6 89 | | | 
Febr. rec 365 | 320| 286 1488, i I wi 2 685 iz , 256 182 2678 att 206 ay Py ee 16 | ce a ie 
March | 955| 348) 332| 220 |1287/ 568)1 Bea SATS Osa eeu esa ese 27904 547 | 032 a 24 83)) 079) SOS Aa 
April 781| 347| 262) 122 |1043| 469)1 812! 2795 | 61 | 276| 182 ||2608) 2791) 526] 6 66 I} 92| 663] 806 
‘May | 682 | 334| 197| 95 | 879| 429 | 2 046 2047 a5 44 256 182 | 2556 2734 381 602 106 | 253 5 85 773 936 
June | 606| 307/155; 79) 761! 386)2257, 3 ie 34 | 276| 182 ||2618| 2824| 619) 732 | 41) 44) 76| 89| 736| 865 
Muly | 517| 291| 217| 104 | 734] 395|2123| 2859| 113| 88 | 276| 182 12 542| 2783] 570| 645 | 31| 44] 81| 75| 682| 764 
Aug. | 453) 290) 252) 87) 706) 377|2431 3095, 15 14 | 276) 182 | 2632| 2824) 478) 595 247 | 149} 70) 69) 795| 813 
Sept. | 333) 290) 251| 113 | 584) 403) 2 362, 2983 129 26 276 | 182 || 2664| 2884) 570) 616 | 2) 25| 73 83| 705} 724 
Okt. | 363] 290] 306| 162 | 669) 452 2 589, 3132| 27| 28 | 276| 182 |2693| 2935| 558| 636 | 218] 133] 61| 107 837 | 876, 
Noy. | 362} 290) 378) 248 | 740) 538/2564) 3115) 19) 33 276 | 182 ||2 702} 2924] 5$67| 720 | 233] 172| 65} 83| 864] 975) 
Dec | 379} 290 345| 314| 724| 604)2747 hye 38° 65 | 182) 182 2895) 3113 631 | 679 | 197 | 358| 72 | 101 899 1 138| 
* Market value. — ? Net claims on foreign countries. 
II. Commercial Banks. (Amounts in million kr.) 
| Ndvances = : Distribution of Loans by Forms 
At the! Cash ee ee ae —— D ie | Surplus cl oa eee (a ___ of securities (in %) : 4 
End of ae Bonds * Domestic | Thereof Total post's | Advances | C al Oe Berconal ipandeimen 
Bills Redisc. | Advances | opines | Mortgages Guarantee] OSS chandise, &c 
| / | ae | AS” Ses PIS” a % 
1938 601 190 116 o | 4254 O4I 213 — 40 58.4 13.8 ew Foe 
af 347 2 152 908 — 5763 | 6 669 —906 —255 60.7 14.3 89 | 162 
+1946 | 382 9g 1 354 8 7242 | 6939 303 — 312 59.2 14.8 7.3 18.7 
| ‘S) Wee er ay ae 5 | n | / / ; : “] | | | : | 2 = a Ds x eae or 4 
1947\1948 1947 | 1948 | 1947 | 1948 1947 1948) 1947 | 1948 | 1947 | 2948 | 1947| 1948 1947 | 1948 | 1947|1948| 1947 1948\1947\1948 1947 | 1948 
ae es | x | a | | | | ; ee ae | | | as = ae 
Jan. | 306 | 306, 1049) 613 1388/1747) — 7) 7 306 7.931| 7 067) 7 235| 238| 696 /—288|—260) 62.8 | 59.8) 16.2 | 19.2 +) 7.5 | 13.4) 13.5 
Febr. | 471 | 402| 1099} 808 1 4361763) —| —|7 281) 7920) 7226/7471) 55 | 449 |—299| —301 64.0 | 60.4) 15.3 ples bPat | 23) 1G.C4 S58 
March| 267|271| 929| 692| 1531/1 800] 15| 28/7 515| 8 105) 7 135) 7 310| 380) 795 |—287|—345| 63.4 | 59.9| 10.1 | 19.1] 7.6 | 7.1) 12-9) 13.9 
April | 288 | 298 1s} 691) 1581, 1843) 1| 25/7571| 8099) 7 173! 7 378] 398| 721 | —263|—322/ 63.5 | 59.7| 16.2 19.6] 6 |) Ziv} 12.8 | 13.6 
Say 329 fod oa 565 ieee I sei 1] 3 7 679| 8 089 7 209) 7 410) 469 | 679 | -245| 349) 64.0 | $9.4| 16.1 | 19.2 7.3 | 7.2| 12.6| 13.7 
June | 304/ 320] 737) 2| 1 708| 1 852| 0} 19) 7730) 8017) 7 156) 7 332) 574 | 685 /—228) —274) 63.4 | 59.9| 16.6 | 18.8 7-3| 7:3} 12.7| 14.0 
| / | | | 
] 245|238| 602) 620\1 7611857) 98) 73) 7 820 8023 7012/7 134) 808 889 | —226) —260) 62.8 | $9.8| 17.4 | 19.2) 7.3) 7:3 | 12.5 | 13.7 
ao 458 308 522] 806 1 789 1 833) ©} 0 7890/7923 7 279) 7 443| 611 | 480 —226)—271 62.4 | 60.1) 17.5 | 18.9 7.0| 7.3| 13.1| 13.7 
Sept. | 301 | 258} 522! ed 1 874, 1 847 fe © | 8.071) 8 C04! 7 199) 7 269] 872 | 735 |—185] —236) 61.6 | §9.3| 17.7 | 19.5) 7.2| 7-4| 13-5 | 13.8 
Okt. fe) 15} 784! 1853; 1842! 9| 2/7961, 7942 7291) 7410] 670) 532 /—209 —281) 61.1 | $9.4/ 18.3 19.07.17 | 7551) Is | Phe! 
Noy. ae ao pe oa 300 1790} —| 0/7939) 7940 7312/7 469| 627) 471 a4ti=a88 60.7 | $9.1] 18.6 19.1) 7.0 FAA) OVS 14.2, 
Dec. | 499 533, | 1745 | —| |7937)— |7290 647|  |-293)  |60.0) | 192] | 7-3 35; | 


* Including Treasury Bills. — * Within the country. 


* el 
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Ill. Other Credit Institutions. Stock Exchange. 


—— ne 


Turnover at the Stock- 


its | a o cee . 2 
Savings Banks reas ae | agile bi Yields on Bonds holm Stock Exchange? Share index 
peer Post Office | at fhe. | Checquer ai G iad i ara = 
eh Savings | p; toa | ovt. | Industria 
Month | Deposits * | Advances * Bonds * aE Riksbank mervice | Loans Loans Bonds Shares Remco et ie 
Million kr. | Million kr.| Million kr. | Million kr.) Million kr. Million kr. | % % 1000 kr. | 1000 kr. ) 
| 6 : 2; 242 24 161 163 
ere | 358 | oe | S| eae | | ae | ste) om I cog 
Pee on rte Bee ay ae oe fa 298 | 1214 | 67 194 | 235 
1946 5 893 4 660 1513 1 539 72 360 93 = 3-03 9 — lb + a 
| 1947 6 206 § 402 1 149 1 689 82 832 119 657 3.05 | oe 9 7 | 
| 1947 A 1947 | 1948 | 1947 | 1948 | 1947 | 19485) 1947 | 1948 1947 | 1948 |1947 1948 1947, 1948 1947 1948 1947 1948 1947 1948 1947 \194 
| | | 7 | oo. = “ 
| i i | 
| 
; : . . 1622/1. 751| 6 43517 428| 7 817|12 256] 3.04! 3.06, 3.00] 3.09, 7621262 1026) 460 201 161) 254) 23 
ae . all oe . : - | 1642|1 781] 6 132|5 738) 8 105|10216| 3.04 3.07) 3.02| 3-24) 4142/2 388 77) 994 195 165 255) 24 
March | 6 177] 6 488) 4.791) 5 §21| 1.452] 1 102| 1 648|1 793] 6 560|6 486) 10 354|11 830) 3.05) 3.08 3.02 3.22 6593/1625) 839) 546 185 162) 244) 23 
April : : : . : 1 649|1 807} 6081/6 858) 7854! 9972| 3-05 3-09] 3.00 3.23 I 239 859 9O5 655 185) 163 247 23 
May : at : : - | 1649/1 820] 6 820/7 571| 11 490|13 815| 3.05 3.09 3.07 3.28 1895 2545 884 729 183) 159) 249) 23 
June | 6207/6534) 4.956] 5 684 1 387| 1 046] 1 663/1 837| 6.046)6 700] 8045) 9 363) 3.05 3.10] 3.06 3-40 7041040 677) 439 179 152) 255 22 
! Jul . : . . : 1 675|1 861] 8 166)7 306) 12 227/13 358] 3.05 3.10 3.06 3-31, 622 580 690 356 185) 157) 267| 22 
ae : : : : . i 7onlt B88 6 5325 818, 8 897 10 807 3.05 3.10, 3.06 3.50, 768)1 286, 600 219 188) 154 268 22 
Sept. | 6229/6575] 5 173| 5 828] 1 252) 1 co2| 1704/1 892) 7 871|7 360| 11 555/12 832 3.05 3.11 3.33 3-60 6761 1 130) 702 373) 178) 151) 249) 22 
Okt : : 1 706|1 904] 7 401|7 226] 9 855|10 490} 3.05) 3.11) 3.26) 3.47| 3 7401 362) 706) 277| 174 152| 244) 21 
Nov . . . I 709|1 909} 7 308/7 753] 13 251/15 511) 3.06 3.11 3.20 3.34, 3 135, 603, Qoo! 405 159 151 223) 22 
Dec. | 6206 5 402 1149 1 689|1 886] 7 478|7 525) 10 207 | 3-06 3.11 3.15 3.28, 1849, 453 653, 361 1 4 151 236 22 
At the end of each year or month. — ? Calculated on market prices at middle of months. The yearly figures represent averages of the monthl 
ry, ys) g' 
figures. — 3 Averages per Stock Exchange business day. 


IV. Other Statistical Data. 


seen 


; : / | | Whole Sale Price Index 
National Debt * Foreign Trade ; 7 
Year ae aie as =935= ce Cost of |Waggon-ax 
ee ee Export (+)| duction | fie’ Trade! Living | Kilometre 
Month Total fanded Exports | Imports | or Import | Index * Unions3| Import | Export All Index* | of Loaded 
(—) Surplus/1935 = 100 | Goods Goods Goods 1935=100 Trucks? * 
Million kr. | Million kr. |Million kr.| Million kr.| Million kr % | . | ) 
| l 
1938 2 566 2 443 I 843 2 082 — 239 117 10.9 III 120 Ill 106 44.6 
1945 11550 8 454 175 Mee + 674 106 4.5 281 205 1 155 103.2 
1946 11 334 9 33 2 547 3.38 — 839 128 3.2 251 211 186 156 112.5 
1947 II 287 8 G31 3 220 $175 —1955 130 2.3 204 254 199 186 108.8 
7947 | 1948 | 1947 | 1948 | 1947|1948| 1947,1948| 1947 | 1948 | 1947 \1948| 1947|\1948 1947 1948| 1947\ 1048. 1947 1048 1947 ro48 1947 194 
Jan. | IL 412) 11 070) 9 365] 8 960) 222 | 287) 371 | 418 |—148/—131 130| 130| 4.2 | 4.4 268 | 27 214| 280! 104 et : - |10 
Febr. | 11 683 II 443] 9 373| 8952) 119 232) 334 | 369 — 216|—137 129 | 133] 5.1 | 4.2 239 | 27 | de sci a4 su ~ ies eS, iW 
March | 11 394] 11 064 9 394| 8955 139 | 226| 279 Mba bes —152) 129/134] 4.3 | 3.8] 261 a6 214| 292 196] 290 162 | 163 | 119.2 | 109 
April | 11 431) 11 372/ 9 370) 8 964) 220] 321 | 356 | 463 |—136|—142| 131 | 136] 2.7 | 2.3] 264/279] 238| 2021 1097/2131 - | - | x60) EE 
May | 11 416] 11 274) 9 370, 8970] 251 | 344| 460| 4o5 |—209 — 61 130/134] 1.8 | 1.7 any ts a6 | ach 108 a : a4 107.6 oF 
June | 11 420) 11 687) 9 373/ 8 981| 295 | 355) 467| 423 |—172,— 68) 131/134) 1.8 | 1.9) 263 281| 265 | 288 199/216 166] 164/ 102.2! 99 
July | 11122) 11 225) 9 425) 8 983) 318] 317 | 520 | 449 |—202/—132| 131133] 1.7 | 1.9/ 263|277| 268| 287 sh oad 
Aug. | 10924] 11 610 8 773) 8.979] 318 308, 496| 411 —178 —103| 129 133) 1.6 | 17 26a | 245 268 28) 1% 217 a ie | 109.9 1a 
Sept. | IT O15) 11 190) 8 938) 8.952) 305 | 355 | 549| 385 |—243|— 30) 128] 135] 1.6 | 1.6 265 | 278| 272| 280| 202 | 217 | 168| 166) 111.9 | 107 
Okt, | 11176) 11 481/ 8 961] 8.953) 369 | 380| 522] 360/—152/+ 20) 130) 136| 1.7 | 18) 260/276 
Noy. | 11 126] 11 493) 8 980) 8 948] 311 | 409| 431 370 |—120)+ 38] 130) 137 mae | Gala age ae a = . U8. 108 
Dec. | 11 287] 11 598 8 931/844) 352 391) == 96 130} | 45] | 273 281) ° | 205| “| 169 | 97.6 
| ala | . 
* At the end of each year or month. — ? According to the Federati £ Swedi ies > adj i 
represent averages of the monthly figures. — + Million picts “i OR x State Ree ae ia adjneted Te 
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Statement of Condition November, 30th, 1948 


ASS Bilas: 
RRMA ee ae ys 4 OH em oe ea Kae Kr. 106.280.6004 
Cl es Se ee >» 367.418.163 
I el en en oa » 1.033-609.045 
RAMS IEN) eo Ps esos WSS hc eek 7 Pees 52 > 239.231.724 
Cs LC a > 76.953-307 
Os eee eR ee ee > 37-550-934 
Sines ee el oS nts els pinay Runes ele eee eA ele Us) cee »  265.981.294 
eR ES a nara. ss eel a Cel we sons b 8 8 > 69.081.162 
Buildings, Furniture and Fittings. . . ......+ ss ee > 22.183.693 
LIABILITIES. 

Bills at sight in circulation (»postremiss» bills)... ...... Kr. 23.298.780 
RS eee ene 5 ee elvis eee we ek es »  469.922.685 

nae (5 ee nd eR 8 8 ee a ADs > 1.285.529.475 
Bape ONG SaViNEs DANES; gk »  142.640.954 
RENCE OCIS hate aie gs + ee ie ee ee » 82.904.032 
mrerre Cals We ees kk ek Kr. 95.708.000 
Teerrye PUGGS ; ca ent y el tin so ea ee eS se. 114969000 .4- 916.000.0060 


Kr, 2.214.295.926 
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GOTEBORG STOCKHOLM MALMO 
Offices and Branches: 
Alsterbro Grythyttan Laholm Pitea Torshilla 
Anderslov Gronskara Landskrona kvill Trelleborg 
Ankarsrum Gustavsfors Lenhovda a ifeor Trosa 
Arboga Garsnis Lessebo es “ee Tumba 
Arlov Givle Limmared ary . Tuna 
Askersund Gékalund Linképing Oe ae Tystberga 
Benetsfors Goteborg Loftahammar S:t Olof 
ieee (7 local branches) Lomma eS ae ae 
Billesholm eee a Sjébo tae 
Bjorkvik Eialead eee Skelleftehamn Vagnharad 
Boden a ve Léderup Skelleftes Valla 
. < S = 

aaa Halsingborg Malmképing aaa ble 

Ah pare Hiarndsand Malmo : < Vellinge 
OER, Hodganis (5 local branches) res ds q Vimmerby 
Sel Higsiter Mariedam ne ot Vingaker 
a dlanda Hérby Mariefred e : ; Vastervik 
Bastad Mellerud <a) eholm Vaxjd 
Dalby Jiena Moheda BS pers” 
Dalsjafors Mililla a ee 
eee Kalmar Morbvl3 Stockholm 

egerhamn Kehibonn oy dat bones <p (24 local branches) | Ammeberg 
Ed Karlskoga Nora Strangnas Amal 
Eskilstuna Katrineholm Norrk6éping die Animskog 
hin Klippan Nybro Sdderhamn Astorp 
Falsterbo (#/s-2"/s) Kopparberg Nyképing pene Almhult 
Flen Kristianstad Nyniashamn ss ra Vi Angelholm 

ele Sélvesborg wr 

Gamleb * Oxelésund repro 
z y Suoeer Teckomatorp  Orkelljunga 

aoe Koping Perstorp Tollarp Overum 


